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DIRECTOR’S REPORT 


To The Shareholders: 


Your directors present herewith a Consolidated Balance Sheet, Statement of Income 
and Retained Earnings, Statement of Source and Application of Funds for Ponder 
Oils Ltd., and its wholly-owned subsidiaries — Universal Printers Ltd. and Discovery 
Inc. — for the year ended December 31, 1972. The net income from operations after 
providing for taxes amounted to $91,116.00 (3.4¢ per share) as compared to $235,- 
823.00 (8.6¢ per share) in 1971. 


Ponder Oils Ltd. maintained its 12.06 percent interest in the Coutts — Moulton “A” 
Unit in Southern Alberta. This unit has been producing at a satisfactory rate of over 
100,000 barrels per. year. 


An agreement has been entered into whereby Ponder will retain an interest with no 
further expenditure on the petroleum exploration concession of 4,200,000 acres on the 
County of Lesotho located in Southern Africa. 


Exploration for oil and gas in this concession will begin as soon as the Legislature of 
Lesotho completes legislation of its gas and oil laws. 


In 1971 Discovery Inc. purchased a one sixteenth lease interest in a drilling block of 
5,600 acres in the vicinity of Sale Ranch, Sprayberry — Dean producing area in Mar- 
tin County, Texas. The drilling program consisted of 37 locations, 3 of which were 
drilled and put into production in the latter 1971. In 1972 16 producers were drilled 
and to date in 1973 we have completed 4 more. We anticipate drilling the remaining 
14 wells by the end of 1973. 


The Company owns an overriding royalty interest under a block of 4,080 acres in 
Eddy County, New Mexico, which offsets the Belco No. 3 James Unit, an important 
Pennsylvanian gas discovery. At the end of 1972 Discovery owned a working interest 
in 89 oil and gas wells in Martin and Reagan Counties and an over-riding royalty in- 
terest in 13 wells in Martin County. 


Universal Printers Ltd. experienced a substantial drop in earning in 1972. Increased 
competition and rising costs, as well as the problems of expanding the facilities of the 
Paperback Division, were the main factors that led to the disappointing results. 


The relocation and expansion of the Paperback facilities resulted in many production 
problems that adversely affected profits. However, we have now over 70,000 sq. ft. of 
plant space situated on 2 locations and have disposed of our surplus old buildings. 


Both plants are now operating efficiently and management is optimistic about the 
future. 


The Directors take pleasure in recording their appreciation for the efforts of the 
employees during the past year. 


You are urged to attend the shareholders meeting on April 6th, 1973, but if unable to 
do so, please sign and return the enclosed proxy. 


For the Board of Directors 
E. Nissen 
President 
Calgary, Alberta 
March 8, 1973 


APPROVED BY THE BOARD: 
H.L.ARMITAGE, Director 
E. NISSEN, Director 


AUDITORS’ REPORT 


To the Shareholders of Ponder Oils Ltd.: 


ASSETS 
December 31 
1972 1971 
CURRENT ASSETS: 
Gash: ole ayes Whe shay acti accent eee ee eee $ 315879 $72,214 
Accounts receivable — 
[rade <ses9 CLERC.) 04. botagens ween wa eee 680,841 608,321 
Other 5.65 4.5 ical en ate ce ee ee 42,278 31,084 
Income taxes recoverable 42... ee ee eee 107,926 = 
Inventories, at the lower of cost and replacement cost ...... 219,382 164,820 
Marketable securities, at cost (market value — 
LOT == $5,530) oro ah pce se ekateee ee Gare ee ee — 9,876 
Prepaid’*expenses™. 2310 APS 29 Ess Sees eee 125272 17,818 
1,094,578 904,133 
GRANT RECEIVABLE FROM THE GOVERNMENT 
OF-GANADAS, 20). 280).< SREAORR ree oe anes ae Ree ee 13,649 13,649 
PROPERTY , PLANT AND EQUIPMENT , at cost (note 2): 
Land and biildingss24. cence: cabernet ee ee 242,334 476,620 
Leases, well costs and@equipnicit .. eer heen ee ee TI oF 705,040 
Machineryiand equipment’... 27 oe ea eee eee 2,228,763 2,027,199 
3,235,494 3,208,859 
Less: Accumulated depreciation and depletion .......... 1,547,755 1,691,978 
1,687,739 1,516,881 
OTHER ASSETS fore cus oh ce ee ee te ee eee ee 66,297 51,417 
EXCESS OF PURCHASE PRICE OVER BOOK VALUE 
of:subsidiary.in.1960; «. <u4 ten See ee ee ee eee 849,981 849,981 
$3,712,244 $3,336,061 


We have examined the consolidated balance sheet of Ponder Oils Ltd. and its sub- 
sidiaries as at December 31, 1972 and the consolidated statements of income and retained 
earnings and source and application of funds for the year then ended. Our examination 
included a general review of the accounting procedures and such tests of accounting 
records and other supporting evidence as we considered necessary in the circumstances. 
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December 31 


LIABILITIES 
1972 
CURRENT LIABILITIES: 
Cheques issued less bank balance.............0.00e000s S$ 177,792 
Bankcloanssecured. (Ole Sy) <a e a otc ee este Me etree 314,682 
Accounts payapleand accrued 2.6.5 .4.0056 00000-00005 os 252,340 
FACOMC LAKES PAVADIC Ns Wa. Wome ec ast oka vb ae sce sales — 
Salestaxes payaple ays at A Ree ae. claw eto we. 15,294 
Current portion of long-term debt (note 2) ............... 66,622 
826,730 
LONG-TERM DEBT (note 2): 
Pitst MOrLeave DONG, SETIES Ayan. dp crt. 14> «eismminitsane ok 90,000 
NOTA ed CCR ee AS STI hte ae an, Mele ae te ake 141,232 
231232 
DEFERRED INCOME TAXES (note 4) ........... 0.000000 ee 98,600 
CONTINGENT LIABILITIES AND COMMITMENTS 
(notes 7 and 8) 
SHAREHOLDERS’ EQUITY 
SHARE CAPITAL (note 5): 
Issued — 
8,334 6% cumulative redeemable preferred 
shares of $100 each 
(purchased by a subsidiary company) 
(authorized — 15,000 shares) 
2,744,700 common shares of 50¢ each 
(authorized — 4,000,000 shares) ............ 1,372,350 
CONTRIBUTED SURPLUS 0 hucege cote eee nme 5,160 
RETAINEDIEARNINGS | 606 o0005c 05.05 260i 5 cle se ee 1,178,172 
2,555,682 
$3,712,244 


In our opinion these consolidated financial statements present fairly the financial 
position of the companies as at December 31, 1972 and the results of their operations and 
the source and application of their funds for the year then ended, in accordance with 
generally accepted accounting principles applied on a basis consistent with that of the 
preceding year. 


Price Waterhouse & Co. 
Chartered Accountants 


Calgary, Alberta 


1971 


166,054 
230,927 
36,467 
9,726 


67,067 


510,241 


150,000 
147,854 


297,854 


63,400 


£372,590 
5,160 


1,087,056 
2,464,566 


$3,336,061. 
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(and Wholly-Owned Subsidiaries) 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
DECEMBER 31, 1972 


1. Accounting principles: 


The consolidated financial statements include the accounts of Ponder Oils Ltd. and its wholly-owned 
_ subsidiaries, Universal Printers Ltd. and Discovery, Inc. Both Ponder Oils Ltd. and Discovery, Inc., companies 
engaged in oil exploration, capitalize the costs of productive oil and gas properties and write off dry hole costs 
and lease rental payments as incurred. The costs of producing properties are written off by depletion charges on 
the unit of production method. Buildings, plant and equipment, including equipment on producing wells, are 
depreciated over their useful lives. 


2. Long-term debt: 


Long-term debt, of a subsidiary company, consists of the following: 


Current Long-term 
First Mortgage Bond, Series A, repayable in quarterly principal 
instalments of $15,000 plus interest at 122% — secured by 
mortgage on equipment and certain land and buildings........ $60,000 $ 90,000 
Mortgage, assumed on purchase of land and building during 
1971, repayable in monthly instalments of $1,385 including 
INtOPESE AU Oe oe ij en S aim dee tah es ene te Tee eee ee ete 6,622 141,232 
$66,622 


3. Bank loans: 


The bank loans are secured by a chattel mortgage covering equipment and by general assignments of book 
debts and oil reserves; in addition the Company has pledged with the bank the shares of a subsidiary and the 
preferred shares of the Company held by a subsidiary. 


4. Income taxes: 


Universal Printers Ltd. follows income tax allocation accounting whereby the income tax provision is 
based on reported income and the difference between the provision and the income taxes currently payable is 
deferred to future periods. In addition, Ponder Oils Ltd. and Discovery, Inc. have unclaimed drilling and explora- 
tion costs and accumulated losses of prior years aggregating $440,000 which may be deducted from future tax- 
able income. 


5. Share capital: 


As at December 31, 1972 options were outstanding entitling officers of the Company to purchase 100,000 
common shares at a price of 60¢ per share on or before February 11, 1976. A further 26,000 common shares were 
reserved for issuance under employees’ stock option plans. 


Preferred shares are redeemable at $105 per share plus cumulative dividends. As at December 31, 1972 dividends 
on preferred shares were in arrears $200,016. 


6. Remuneration of directors and officers 
— $136,340 (1971 - $105,524). 


7. Contingent liabilities: 


(a) A subsidiary company is contingently liable for repayment of up to $68,246 if it fails to meet the 
conditions attached to a grant received from the Government of Canada. 


(b) Legal proceedings have been commenced against a subsidiary company relating to the quality of some 
publications. 


8. Commitments: 


(a) The Company has a contract for consulting services requiring payments of $12,000 in each of the 
years 1972 to 1980. 


(b) During the year a subsidiary company committed itself to a 9 year lease, with renewal options of up to 
an additional 25 years, for new plant facilities, requiring annual rental payments of $39,500. 


PONDER OILS LTD. 


(and Wholly-Owned Subsidiaries) 


Consolidated Statement of Income and Retained Earnings 


Year ended December 31 


1972 1971 
COPIES (OP PO ah SRS 1B ee $4,142,167 $4,152,832 
Costs and expenses: 
RE OSUOL SALCSHS Pt ese sons ss SNA da eee Se ee 3,404,968 3,152,610 
Selling, general and administrative expenses.............. 318,115 304,359 
Interest (including interest on long-term 
Mebtol $39%576 209 1.1.- $32,990). ook ee GR ee He oh oles 56,496 48,733 
Dry holes .and.abandoned leases .. 6... a5 sores vos awn ns des — 19,442 
PPE OTe CIAtiOMesammee Mls. cc sis te hee se bre Pele aes She weet 152677 156,889 
POG CEION Per ees o) ois Seite ssa alawe olordis.s Siacha Delete A mers 51,986 48,649 
Othenexpenses (Income) Nel ibs oe oo ca ves oe ee 40,642 (12,926) 
4,024,884 3,717,796 
117,283 435,076 
Provision for income taxes (note 4) 
(deferred — $35,200, less current tax 
PC CONGRA cers USNR k ear ans 8's: cel eee a Svan tar w Rane wee 20,167 201,217 
Netincome tor thevear vis. cic date meete n  ie ee ne s 91,116 233,859 
Retained earnings Decinmine OL VEar®, on) ie uid oes ees ss 1,087,056 $593,197 
Retaimedicamings, endolyear 6. .e. tak ee $1,178,172 $1,087,056 


Parnings perCOmmMON SHALE som meee deen ccd ens oles Le $.034 $.086 


PONDER OILS LTD. 


(and Wholly-Owned Subsidiaries) 


Consolidated Statement of Source and Application of Funds 


Year ended December 31 


Source of funds: 
Operations — 
Netaricome fomthe year. «cee Gen ee ie en 
Add expenses not requiring an outlay of funds — 
Depreciation, depletion and amortization .............. 
Dry holes and abandoned leases ....... 2... 6020 .0+ dius 
Provision for deferred income taxes .....). =. J meee! 


Proceeds from mortgage, less current portion................... 


Application of funds: 
Deposits on purchase ol equipment ..2 0.4; a!) ss eee 
Purchases of property, plant and equipment, net .......... 
Discharge of mortgage cc. cn.se sia whe oe ee eee 
Mortgage principal payments”... seen a ee ie 


Increase (decrease) in working capital ............. 
Working:capital; beginningiofyear”.< enemies nc oe ee tes oe 
Working capital; end of yearns ae. > ee ee 


1972 


$ 91,116 
204,663 


35,200 
330,979 


B30979 


390,401 


66,622 
457,023 
(126,044) 
393,892 
$267,848 


1971 


$233,859 


205,538 
19,442 
(10,800) 


448,039 
147,854 
595,893 


46,179 
401,688 
13,929 
60,000 


5215796 
74,097 
SID e 
$393,692 
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